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The Principles of Moiiey and Banking. By CHARLES A. 
Conant. New York, Harper and Brothers, 1905. — Two volumes : 
xv, 437 PP- ; viii, 488 pp. 

There has not appeared heretofore, at least in the English language, 
a Principles of Money and Banking -with quite so wide a scope as the 
new two- volume work just published by Mr. Conant. The first volume 
contains three books on money, the second, three on banking, while the 
whole consists of forty-five chapters. The first book, styled "The 
Evolution of Modern Money," adds little of importance to the existing 
literature of the subject, unless certain new detail of purely antiquarian 
interest should be regarded as important. There is in this book, how- 
ever, one striking peculiarity of analysis which calls for comment. Or- 
dinarily money is said to have four functions, if that of " store of 
value " is included, but Mr. Conant recognizes five " essential " func- 
tions (vol. 1, p. 20). The extra category arises from the author's 
separating a function of " standard of value " from that of " common 
denominator of value" on the one hand and from "standard of 
deferred payments" on the other. Walker raised the question (now 
properly regarded as merely a question of words) whether the second 
function performed by money should be referred to as that of 
" measure " (standard) of value or should rather be designated as 
that of "common denominator" of value. Mr. Conant, however, 
holds that there is, first, a function of common denominator of value 
and, secondly, an additional function of standard of value, which 
is yet distinct from that of standard of deferred payments. From the 
reviewer's standpoint, this innovation serves as an example of the un- 
critical thinking which is common in the work wherever it deals with 
questions of analysis or theory , as distinguished from pure description 
of monetary institutions and practices. 

Judged from any viewpoint, the fundamental weakness of this work 
is its extreme and loose eclecticism. This defect shows most promi- 
nently in book ii, upon the " Principles of the Value of Money." Not 
uncommonly almost whole chapters are composed of a series of quota- 
tions connected by a text which does not contain a great deal more 
than the author's explanation of the very points made in the quotations 
themselves. Thus on page 113 (vol. 1), Mr. Bolles is quoted in sup- 
port of the affirmation that gold coin will lose none of its value when 
melted into bullion. It is difficult to see why any particular writer 
should be given credit for such a well-known fact. Mr. Conant next 
points out that the bullion could not be spent in ordinary trade without 
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first being coined again. This obvious truth is then reinforced by a 
citation from the far removed and wordy Karl Marx : 

That money takes the shape of coin, springs from its function as the circu- 
lating medium. The weight of gold represented in imagination by the 
prices or money-names of commodities must confront those commodities, 
within the circulation, in the shape of coins or pieces of gold of a given de- 
nomination. 

Thus we learn on authority that to spend your gold over the tradesman's 
counter you must have it coined. 

Moreover, examples of positively inappropriate, as distinguished from 
merely wasteful, quotation are not lacking. Thus on page 167 (vol. i), 
in support of the Ricardian theory of specie distribution — which Mr. 
Conant accepts as correct, subject to two qualifications which advocates 
of this theory will readily grant — the author cites from Professor 
Laughlin's Principles of Money a passage which was designed by its 
author to be a direct refutation of the Ricardian theory, and which can 
be regarded in no other light. 

Numerous and important misapplications of the " principle of mar- 
ginal utility ' ' may be found in the work under review. Here again the 
fault would seem to lie with the author's uncritical eclecticism. It is 
impossible to say exactly what Mr. Conant means by the "principle of 
marginal utility," although in his preface (page vi) he explains that he 
regards his application of it to monetary problems as one of the two 
distinctive features of his work. The first application comes in the 
preface itself (page vi), where it is asserted that the "evolution" of 
money from cattle to perfected gold coin " has followed the principle 
of marginal utility," which, if it means anything, is only an extremely 
obscure way of saying that gold is the most useful form of money in a 
rich and developed society. Other instances of peculiar misuse of the 
phrase may be mentioned. Thus, on page 214 (vol. ii) we are told 
that " it is for the banker to determine the relative marginal utilities of 
enterprises." Why refer to relative money-making possibilities as 
relative marginal utilities? And again (vol. ii, p. 389) "The law of 
marginal utility will . . . drive the buyer with almost unerring instinct 
to the seller who sells the best goods at the lowest prices." This pas- 
sage is unique in that it uses the phrase " law of marginal utility " as a 
precise synonym for plain business common sense. In his chapter on 
the distribution of money, Mr. Conant announces at the outset that 
" the essential principle which governs the distribution of money be- 
tween communities is the so-called law of marginal utility " (vol. i, p. 
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245 ) • The only meaning this can have is that the relative stocks of 
specie in different regions will come to an equilibrium when specie 
reaches in each region the same marginal utility as in every other 
region. If marginal utility is to govern specie distribution, this is the 
only way in which it could do so. It must be stated, however, that 
Mr. Conant does not suggest that this is actually the way in which 
marginal utility governs specie distribution, for in fact his chapter lacks 
any precise thesis regarding the manner of the action of marginal utility. 

The per capita stock of gold money in France is about two-thirds 
larger than in England, though perhaps England does two- thirds more 
business per capita than France. In harmony with the quantity theory 
and with the received theory of specie distribution, this phenomenon is 
explained by reference to the fact that in England the bank check is 
far more generally used as a substitute far standard money than in 
France. Since the demand for specie is thus limited, in England, a 
smaller relative supply is necessary to maintain the exchange value of 
specie at the world level. Mr. Conant claims that this explanation is 
"inadequate and unsatisfactory" (vol. i, p. 256), and proceeds to 
make it adequate by appending the explanation that the reason why a 
larger supply of specie is required in France is because the marginal 
utility cf specie must be kept down there, since the lack of the use of 
credit instruments tends to raise the marginal utility of specie. Here 
Mr. Conant has merely substituted "marginal utility " for "exchange 
value." 

With respect to the general drift of book ii, en the value of money, 
it might be said that formally it is in large part built up as a criticism 
of the quantity theory, that is to say, of various cruder forms of that 
theory set up from time to time by the author. But though this sup- 
plies the author with abundance of subject-matter for discussion, the 
net positive result of the book — aside from the marginal utility wastage 
— is really such a supply-and-demand theory of the value of money as 
would be called the quantity theory by any present-day economist who 
accepts that doctrine. Every objection to the various " cruder forms " 
of the theory brought forward by Mr. Conant, would, I dare say, be 
granted by President Walker, were he alive. It is true that Mr. 
Conant prefers to define money in such a way as to make it necessary 
for him to regard an increase in bank or government notes not as an 
increase in the supply of money but as a cause operating to reduce the 
demand for money, i. e. standard monev. But the net result is the 
same whether such notes are regarded as increasing the supply of money 
or as diminishing the demand for it. Whether the carefully safeguarded 
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supply-and-demand theory which is the net positive result of Mr. 
Conant's reasonings ought to be called a quantity theory, is after all a 
question of words. It certainly is the quantity theory as understood by 
many contemporary economists. In the judgment of the reviewer, the 
verdict of time will be in favor of retaining for it the designation of 
*' quantity theory." 

In book iii, entitled "The Evolution of Monetary Systems," Mr. 
Conant discusses, among other things, the question of international bi- 
metallism. Considerable sympathy is shown for the theoretical claims 
of bimetallists, and the author admits (vol. i, p. 356) that none of the 
historical experiments with bimetallism have fully tested its possibilities. 
Also the compensating action of the French bimetallic system upon the 
world's commercial ratio is conceded (vol. i, p. 340, et passim). 
The author regards bimetallism as a dead issue, and pins his faith to 
the " gold-exchange " standard, as the means of ridding the world of 
the evil of the fluctuating exchanges between gold- and silver- using coun- 
tries. His description of the gold-exchange standard is an able and 
interesting discussion of a new currency system, in the devising of 
which he himself played a prominent part. 

Mr. Conant's second volume, on banking, is a more satisfactory piece 
of work than the volume on money. One reason, perhaps, is that here 
the author is concerned to a greater extent with description than with 
theory, and with the description of financial institutions and practices 
of which he possesses unusually minute and thorough- going knowl- 
edge. The admirable reach and scope of this part of the work will 
make it very useful. 

In conclusion it may be said that it was not to be expected that a 
work like Mr. Conant's, in a field often traversed before by others, 
should be composed in great part of new theory or of new description. 
On the other hand , merely to bring into juxtaposition a larger amount 
of related material than any of its predecessors does not in and of itself 
entitle a book to high esteem. While Mr. Conant's work possesses the 
virtue of great comprehensiveness, it is the opinion of the reviewer that, 
to be of the greatest use to the general reader and the university student 
alike, a book on money and banking should above all exhibit that 
unity and precision of theory which is the greatest lack in Mr. 
Conant's work. 

A. C. Whitaker. 
Stanford University. 



